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SUBJECT: TAX REFORMER RESIGNS 
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1 . ISRAEL'S INCOME TAX COMMISSIONER, YITZHAK MANN, RESIGNED 
IN EARLY FEBRUARY BECAUSE, AS HE EXPLAINED, HE WAS NOT 
GIVEN SIFFICIENT AUTHORITY TO DO HIS JOB AND WAS NOT 
CONSULTED ABOUT ECONOMIC POLICY DECISIONS 

WHICH AFFECTED HIS AREA OF RESPONSIBILITY. FINANCE MINISTER 
RABINOWITZ MET WITH MANN IN AN ATTEMPT TO PERSUADE HIM 
TO STAY, AND HAS OT YET ACCEPTED HIS RESOGNATION OFFICIALLY. 
LATEST REPORTS. HOWEVER. SUGGEST THAT MANN WILL NOT 
CHANGE HIS MIND. 

2. RABINOWTIZ APPOINTED MANN LESS THAN A YEAR AGO AND 
CHARGED HIM WITH IMP! ENF.NTTNG ISRAEL S INCOME TAX 
REFORM. MANN HAS PUSHED UNSUCCESSFULLY FOR A NUMBER OF 
CHANGES SUCH AS CONTROLLING CURRENCY BLACK MARKET AND 
ELIMINATING NUMBER OF TAX LOOPHOLES. HE ALSO WAS NOT 
GRANTED AN INCREASE IN HIS DEPARTMENT’S RESOURCES 

WHICH HE SAID WOULD INCREASE TAX COLLECTION SUBSTANTIALLY. 
LAST OVEMBER HE IMPOSED A TAX ON PROFITS FROM NATAD 
DOLLARS BUT WAS IMMEDIATELY OBERRULED BY RABINOWITZ. 
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MANN HAD ALSO FAVORED STRICTER REGULATIONS FOR RECORD 
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KEEPING IN ISRAEL'S CASH BASED DIAMOND INDUSTRY. 

3. MANN'S CRITICS MAINTAIN THAT BOTH HIS STYLE AND 
ACTIONS WERE INEFFECTIVE AND, IF NOT CHECKED, WOULD 
DESTROY ISRAEL'S CAPITAL MARKET. FACT IS THAT SINCE 
DECEMBER DECISON TO PHASE OUT BEARER-BONDS AND TAX 
NEW BONDS' INCOME, MARKET FOR STOCKS AND BONDS HAS BEEN 
INDOLDRUMS. CRITICS MAINTAIN THAT MANN SHOLD CON- 
CENTRATE ON TAX COLLECTION AND NOT MAKE PUBLIC STATE- 
MENTS WHICH ARE NOT CLEARED WITHIN THE MINISTRY. HIS 
OWN STAFF IS CRITICAL OF HIS PROPENSITY OT ANNOUNCE 
POLICY FROM JERUSALEM BUT NOT SEPND TIME WITH THE 
TROOPS-THEY CLAIM HE HAS NEVER VISITED SEVERAL FIELD 
OFFICES. HE IS ALSO ACCUSED OF TRYING TO DO TOO MUCH 

TOO SOON AND WITH INSUFFICIENT STAFF WORK. BACKLOG OF 
TAXPAYERS TO BE AUDITED HAS RISEN FROM 400,00-500,000 
IN LAST YEAR DESPITE MANN'S DECLARED INTENTION TO IMPLEMENT 
SAMPLE AUDIT PROCEDURES. (GOI HAS RECEIVED TECHNICAL 
ASSISTANCE FROM US INTERNAL REVENUE SERVICE IN THIS 
AREA). 

4. MANN MAINTAINS THAT HE WAS ONLY TRYING TO 
IMPLEMENT TAX INFORM LAW AND INTRODUCE BADLY NEEDED 
CHANGES SUCH AS REQUIREMENT THAT BANKS REPORT ALL CASH 
TRANSACTIONS EXCEEDING IL 15,000. MANN WAS QUOTED IN 
THE PRESS AS SAYING THAT NOTHING HAD CHANGED IN 
MINISTRY OF FIN ACE SINCE HE LAST WORKED THERE 15 

YEARS AGO. 

5. EMBASSY'S COMMENT: MANN'S RESIGNATION IS ANOTHER 
IN GROWING SERIES OF RECENT ADVERSE DEVELOPMENTS IN 
ISRAEL'S ECONOMIC LIFE. THE DIRECTOR OF CUSTOMS IS 
STILL IN POLICE CUSTODY FOR ACCEPTING BRIBES 

(REF A). RECENT DELAY IN IMPLENENT ATION VALUE ADDED 
TAX (REF B) BECAUSE OF A LABOR DISPUTE AMONG TAX 
COLLECTORS PLUS REVELATION THAT FINANCE MINISTRY 
FORGOT TO INCLUDE IL 500 MILLION IN GOI EXPENDI- 
TURES IN NEXT YEAR'S DRAFT BUDGET FURTHER CONTRIBUTE 
TO FEELING THAT ISRAEL S ECONOMIC POLICY APPARATUS 
NEEDS OVERHAULING. THERE ARE REPORTS OF OTHER HIGH 
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RANKING MINISTRY OF FINANCE OFFICIALS WANTING T RESIGN 
AS WELL AS RUMOR THAT MINISTER RABINOWOTZ HIMSELF IS 
TIRED OF PRESSURES AND CONSTANT CRITICISM AND WOULD LIKE 
TO RELINQUISH FINANCE PORTFOLIO. 

TOON 
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